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UTILITY GOODS 


The official application of the term ‘ Utility’ was given in April this 
year to ‘ articles produced in a limited range, clearly definable and of 
simple design’: Utility clothing, footwear, crockery, pencils, mechanical 
lighters and so on are in varying quantities on the market, the Utility 
Clothing Scheme being the first of these to be mooted. The present 
situation is the third stage of development from the “ business as usual ’ 
days of the clothing industry in the early months of the war, a develop- 
ment systematically represented in the Tables appended.’ 


STaGE I : 

In the first few months of the war, control of textile manufacture was 
exercised only at the raw material stage, by the allocation of materials 
between various uses in the following order of priority: 1. military 
requirements ; 2. exports; 3. home civilian needs. Government orders 
were met in full since they fell in the first category and so were the needs 
of the export trade, which was being encouraged, by bonuses, to expand; 
but wool allocations for home civilian needs were restricted. For cotton 
a loose system of priorities was introduced in February 1940. From 
April 1940, the Limitation of Supplies? Orders reinforced this restriction 
by limiting the sales of wholesalers and manufacturers of piece goods and 
made up goods of cotton, rayon and linen. Sales were limited by quotas, 
expressed as percentages of quantities sold to retailers over earlier 
periods. Hosiery was included in the general Limitation of Supplies 
in June 1940 (quotas being expressed by percentages of values in earlier 
periods) and wool woven textiles in April 1941. Price control too, was 


1 These are modifications of Tables published in the Wool Digest of June 1941. I 
am indebted to Dr. Blau of the International Wool Secretariat for permission to use 


them. } : 
2 This title was only given at a later date. 
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THE DEVELOPMENT OF CIVILIAN CLOTHING CONTROL. 


STAGES. 


Taste I, To O 
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effective only for raw materials, Home Trade Issue Prices being fixed 
by the appropriate Control, wool from the start, and cotton later, while 
rayon prices are now fixed by the trade. At the later stages of pro- 
duction the Prices of Goods Act was the sole check upon excessive 
charges but this was difficult to apply and was not very effective. 
Under the Goods and Services (Price Control) Bill the Board of Trade 
had been empowered to determine how costs of production might be 
calculated and the first result of this was the agreement of June 1941 
between the woollen textile manufacturers’ delegation and the Central 
Price Regulation Committee, by which the method of cost calculation 
was laid down and spinners’ and weavers’ profit margins were fixed.! 
Consumer Rationing of clothing was also introduced from June Ist, 1941. 
One unforeseen effect of these Orders was the encouragement of supplies 
of, and increase in demand for the more expensive clothing lines, in an 
effort to raise value received per coupon.?. Threatened by a shortage of 
working class clothing the Board of Trade endeavoured to stimulate 
supplies, first by emergency measures such as the relaxation of quota 
requirements and later by the Utility Scheme. 
STAGE II. 
The First Utility Scheme, November 71st, 1941—May 31st, 1942. 
A comparison of the Tables shows that in the first period of the 
Utility Scheme no alterations in the previous scheme for control had 
been made, the sole changes being additions. The first step was the 
introduction of a special quota for Utility lines ; the allocation of raw 
materials for the Home Civilian Trade proceeded as in the previous 
period but a fixed proportion of the output (66% % in this period) permitted 
to each manufacturer was required to be Utility cloth. The incentive 
to engage in Utility production was provided by the guarantee of raw 
material supplies, these being uncertain for the remaining percentage of 
permitted non-utility production. Labour engaged in Utility production 
was promised protection. These inducements were specially important 
since the other details of the scheme tended to reduce the usual financial 
stimulus, and it was by these measures that adequate supplies were 
secured. 


Quantity and Price Control. 

Because of the time required for the drawing up of acceptable 
specifications of sufficient detail, quality control was at first provisional, 
different fabrics being defined by price and type only and individual 
manufacturers being left free to choose their own patterns and designs 
so long as they kept to the fabric types required by the specifications. 
Utility fabrics could be sold by the yard to the consumer but if made up 
by clothiers into ready made garments then these again had to aim at 
certain standards of quality, the chief of which at this stage was dura- 
bility, e.g. there were instructions to makers-up stressing points such as 
the re-inforcement of seams. All Utility fabrics and clothing were 
required to bear the Utility Identification Mark to reduce the possibility 
of a ‘ black market’ in them. ; ; . 

Comparatively vague though the specifications were at this stage, 
they simplified the problem of price control considerably. Home 


1 Cotton Spinners’ margins were fixed in January 1940 by the Cotton Control. 
2 See BULLETIN Vol. 4, No. 2, January 1942. 
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Trade Issue Prices of raw materials and the fixed spinners’ and weavers’ 
margins enabled the Board of Trade to fix prices for each type of fabric. 
Profit margins were also fixed at each subsequent stage of treatment so 
that the price to the consumer of the final article was the result of price 
and/or profit control operating at each stage from the raw material 
onwards. Manufacturers’ profit margins were fixed at cost plus 4%, or, 
for hosiery, cost plus 7}%. To this price the wholesaler was permitted 
to add 20%, and to the price to the wholesaler, inclusive of Purchase 
Tax, the retailer was allowed to add 334%. But over-riding maximum 
prices were also fixed at each stage so that the price paid was that calcu- 
lated on the cost plus percentage basis or the maximum price, whichever 
was the lower. 

By the end of the first Utility period, supplies of cheaper clothing were 
assured, and incidentally a number of new possibilities had been dis- 
covered. The clothing item in the cost of living index which had hither- 
to been the largest ‘ unpegged ’ factor was, in this way, stabilised ; the 
problem of price control in this section of industry had been solved by 
the ease with which items could be identified. Even in the first period 
some simplification had been found possible, e.g. by dispensing in many 
cases with the Limitation of Supplies Restrictions, leaving the limitation 
of sales to the coupon purchasing power of wholesaler and retailer. 


StaGE III. Since June ist, 1942. 

In the early part of 1942, the supply situation having become even 
more critical, the aim of the Utility Scheme was extended to include 
that of the maximum utilisation of available resources. Most of the 
new provisions were promulgated before the beginning of June but did 
not take effect till then. 


Quantitative Control 

The Limitation of Supplies Orders were suspended completely from 
June 1st. From that date supplies were made to wholesalers, retailers 
and the public against the clothing coupons of the Consumers Rationing 
Order. Clothiers, therefore, estimate their requirements on the orders 
they receive from the distributors, whose purchases have to be made 
both in ordinary and in coupon currency. Clothiers then supply the 
Clothing Control with these estimates of their needs in the next rationing 
period. From the estimates made in this way the Board of Trade 
decides the exact yardage of each type of Utility Cloth that each in- 
dividual clothier may receive. The required output is not distributed 
evenly amongst the clothing manufacturers but a certain number of 
them have been first selected as being peculiarly suited to undertaking 
such production most economically. The firms ‘ designated’ in this 
way have been allotted 75% of the required Utility yardage. The Board of 
Trade informs the appropriate raw material Control of the quantities 
allotted to each ‘ designated ’ clothier and the Control issues to the latter 
“key ’ certificates for each type of cloth they are permitted to buy 
Against these ‘key’ certificates the designated clothiers are then 
permitted to issue sub-certificates to their suppliers, to the total men- 
tioned on the ‘ key’ certificate. These sub-certificates find their was 
either directly or through a merchant to a manufacturer who passed 
Lone ys to the Control which releases to him the amount of raw material 
needed. 
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Clothiers, other than those designated, were noi at first required to 
cease production but were permitted to continue so long as they could 
obtain the necessary raw materials. ‘ Designation’ was not therefore 
a form of concentration, but the latter has now been introduced in the 
clothing industry, superimposed upon the designation scheme and causing 
therefore, some dislocation. 


Quality Control 

Issue of detailed Utility fabric specifications by the British Standards 
Institution began in June 1942, after consultation with the manufacturers 
and to-day the list varies from the precise instructions for the manu- 
facture of cotton fabrics to the old ‘ type and price’ definitions which 
still govern the woollen industry. The Utility Mark and specification- 
number which all such fabric must bear has not the same precise quality 
significance in every case. Utility fabrics may be sold by the yard but 
if worked up into clothing, in quantity, this must also bear the Identi- 
fication Mark, but the same varying degrees of precision characterise 
instructions to makers-up. 

The Board of Trade has however enlisted the aid of London’s leading 
couturiers in the designing of attractive Utility wear for women ; from 
these patterns clothiers can now obtain if they wish, templates at nominal 
prices, from which cloth can be cut in bulk for mass-production. U- 
tility styles, like those of all types of clothing have been simplified under 
the ‘ austerity’ campaign launched this year. These Simplification of 
Styles Orders affect Utility Clothing but are not part of the Scheme 
proper. 


Price Control. 

The effects of increased supplies of Utility Clothing do not become 
discernible in the Ministry of Labour price index until September this 
year. By July 1941 the clothing item had increased by 83% over the 
jevel on September rst, 1939; between May and August this year it 
became stable at 95% sinking to 91% in September after the remission 
of Purchase Tax on Utility clothing. The full benefit of the tax re- 
mission does not accrue to the consumer, so some rearrangement of per- 
mitted costs and profit margins may have occurred, e.g. the ceiling prices 
of men’s Utility suits have fallen from £4 17s. od. to £4 9s. od., a decrease 
of 10% instead of the expected 25%. 

Whereas the Utility prices have remained stable since October 1941, 
until this fall in August, the prices of non-Utility clothing continued to 
rise until the same month when they came under more rigid control.t 

The Utility Clothing Scheme in its present form attempts to achieve 
equality of sacrifice combined with the maximum utilisation of resources. 
The first is an aim secured by the successful provision of adequate supplies 
of cheap clothing in which the ratio of real costs to prices is subject to a 
minimum standard. The second is a question of method: given that 
the community’s needs are a certain list of articles in stated quantities 
(decided by the general clothing policy in this case) the most efficient 
way of producing these in just the right amounts Is first to define them 


1 Under the General Apparel and Cloth (Max. Prices and Charges) Order manu- 


facturers’ prices were fixed at the level of June 30th. Wholesalers’ profit margins 
were fixed at 30% and retailers’ at 374%. 
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precisely and then to order the amounts required. And this is what the 
‘ directed ’ orders do, standardisation making easier both the problem of 
definition and of direction, though definition is not yet sufficiently precise. 

The chief defect of the scheme in practice is that it does not go far 
enough. Quality specifications should be given in greater detail and 
instructions for making-up extended in range of application so as to 
ensure that the clothing made will be warm and durable. Quantita- 
tively, too, the Scheme falls short of the fullest achievement of its aims 
for only 75% of civilian output is required to conform to Utility 
specification. The various reasons given conflict. For example: 
1. It is pointed out that at present nearly 100% of current output is Utility 
in actual fact, since manufacturers hesitate to take non-utility orders, 
these not being guaranteed raw material coverage. If this is true there 
seems no reason why the Utility requirement should not be raised. 
2. Protection of the skilled tailoring trade is another argument on the 
grounds that the trade is irreplaceable and of importance for post- 
war economic development. But skilled tailoring can as well be 
performed upon Utility fabrics, once existing stocks of other fabrics are 
exhausted. 3. It may well be the case that shipments of wool and 
cotton unavoidably contajn a proportion of higher qualities which could 
not be used in Utility production without increase in costs. But this 
proportion would have to approximate to 25% to justify the present 
division of output, and if this is correct it is difficult to understand why 
non-utility output at the end of the first year of the scheme is still so 
low, in view of the first reason given. There seems no adequate reason 
why output of Utility fabrics, if not clothing, should not be raised. In 
view of this, the recent circular from the Wool Control asking worsted 
spinners to give a due proportion of their output to non-utility orders 
seems difficult to explain. 

Either, therefore, the non-Utility goods are in fact more expensively 
produced, that is, embody a higher proportion of raw materials and 
labour, or else they are not of such good quality as the similar Utility 
Article ; and whichever is true they constitute a real cost to the com- 
munity in war-time which can be reduced. And the same is true of the 
higher quality Utility goods made by the higher class manufacturers. 
Quality maxima seem therefore to be desirable. 

The numerous other criticisms of the Scheme should be reserved for 
the more general question of clothing policy and method, the short- 
comings of which need not detract from the high commendation that 
the Scheme itself has been given both in theory and in practice. 

The success of the Utility principle is demonstrated by the rapidity 
with which it is being adopted in the production of all essential civilian 
commodities Utility lighters have been on the market almost as long 
as clothing and schemes similar to the one outlined are in operation 
for household textiles, furniture, pottery, hollow ware, cutlery, 
floor coverings and travel goods—to list the main items. The 
problem is much simpler in all the new schemes, except that for 
furniture, in that standardisation and simplification are accepted without 
demur and the range can be even more strictly limited, and the Utility 
production is to be 100% not merely 75% as with clothing. The 
pattern of control is in general very similar to that for clothing—control 
of price and quality coupled with designation of producers and ‘ directed 
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orders.’ Were there to be any restriction of purchases the parallel 
would be complete. Some system of licensing of household goods! would 
have to be introduced if the surplus purchasing power of the public is 
not to create shortages, inequitable distribution or even possibly * black 
markets’ in these goods. 

Though it is too early yet to assess the merits of other major schemes 
for Utility production, there seems to be no difference in principle except 
the lack of restriction upon purchases and the prohibition of non- 
utility products entirely, and it therefore promises the ‘maximum 
economy of raw materials and labour.’ The Board of Trade estimates 
that its policy will mean the release of 30,000 workers to war industries. 
And even to one section of interests upon the supply side, the Utility 
development is welcome—the producer of raw materials, As the Wool 
Digest of June 1942 remarks: ‘... . taking the long-term view, it 
may be expected with confidence that the experience gained now will 
make it possible to produce clothing for the masses at a much lower 
ratio of making-up charges and distribution costs to raw material 
prices. This is an aspect that wool growers have been interested in for 
a long time.’ 

PADY, 


BEER IN WARTIME— . 
DILUTION VERSUS CONCENTRATION 


During the last two years beer consumption, like that of tobacco, 
experienced a steady and almost uninterrupted rise. Rather than 
enforce drastic cuts in materials, labour, and output, with the concentra- 
tion of production in a reduced number of breweries, the Government 
has adopted a policy of expanding supplies with a simultaneous dilution 
of the product, thus permitting a larger bulk-barrelage to be brewed 
from a given supply of raw materials. It appears, as the ‘ Economist ’ 
put it, that it has been accepted that ‘ beer, like tobacco, is less a con- 
sumable product than a factor in war-time morale.’ 

1. Attempts to curb demand by fiscal means produced only short- 
lived results. As can be seen from the following table, the successive 
additions to the beer duty of a penny per pint on the average in Sep- 
tember 1939, in April and July 1940, and of 2d. per pint in April 1942, 
affected, if anything, the seasonal pattern of consumption in the respec- 
tive years, but they did not change the underlying upward trend. 


OutTPpUT OF BEER IN UNITED KINGDOM.? 


(In ’000 bulk barrels) 
Quarter 1939 Inc.or 1940 Inc. or 1941 Inc.or 1942 Ine. or 


dec. on dec. on dec. on dec. on 
prec. year prec. year prec. year prec. year 
I. 5,407 + 3% 5,241 —3% 5,946 +14% 6,705 +13% 
IE 6,481 + 2% 6,649 + 3% 7,365 +11% 7,393 — 
oii 7,660 +13% 7,061 — 8% 8,303 +18% 
IV. 5,983 — 3% 6,557 +-10% 7,488 +14% 
Total 25,532 + 4% 25,507 — 29,102 +14% 
1939—100 100 100 114 


1 For the time being Utility furniture can only be bought under licence. 
2 Brewers’ Journal, February 1939, March and September 1942. 
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These figures, which indicate parallel changes in consumption in view 
of the insignificant role of net imports before the war,! are in a strong 
contrast with the experience of 1914—1918, when bulk barrelage was 
reduced from 37.6 to 19.1 million barrels. In view of the lower level 
of beer consumption in 1939, no such drastic cut could be expected in 
this war. Moreover, while the adult population in this country fell 
considerably between 1914 and 1918, it may have remained stationary 
in this war. However, even if we allow for these factors the present 
rate of consumption of beer per head of the adult population exceeds the 
1918 rate by about 20%. ; j 

The grain shortage which in 1917—18 threatened in the United States, 
provided, it is true, an additional argument in favour of a restrictionist 
policy, but to-day the shipping position is more serious than it was in 
the last war. The contrast between the policy adopted then and the 
present one is even more pronounced in the consumption of raw materials. 
Standard barrelage, representing the barley, sugar and other materials 
used, fell from 36.1 million standard barrels in 1914 to 13.8 million stand- 
ard barrels in 1918.2. In this war it has been kept practically unchanged 
at about 19 million standard barrels. 

Whereas the rise in wartime consumption of tobacco is only a continua- 
tion of the pre-war trend, the increase in beer consumption constitutes 
a break with the long-term development of demand prior to 1939 which, 
after elimination of cyclical fluctuations, showed a downward trend. 
On account of the changes in taxation, money expenditure increased 
more than the volume of consumption. Expenditure on beer in 1941— 
42 was {£330 million and on tobacco about £340 million; the corres- 
ponding figures for 1938 are about £165 million for beer and about £175 
million for tobacco.® 

2. It has been recently stated that the only imported material used 
in the production of beer was sugar, of which about 70,000 tons were 
allotted to breweries per year. But this is only true in a very limited 
sense. In the long run, most of the barley acreage could be switched 
over to the cultivation of wheat and a corresponding saving of shipping 
could be secured. Moreover, as long as feeding stuffs are still being 
imported, a reduction in beer output and the substitution of home-grown 
barley for imported fodder, would bring about an immediate reduction 
in shipping space requirements. There may bea loss of brewers’ grains 
for feeding purposes with a consequent reduction in the net saving of 
shipping, but any such loss will be largely offset by economies in sugar 
consumption by breweries. As a recent announcement has shown, 
barley can also be used for direct human consumption, as it was used in 
the last war when an admixture of up to 33% of other cereals and potatoes 
to flour was made compulsory, barley being considered as the most 
valuable diluent. 


Figures on the consumption of raw materials in breweries are only 


}There may now be some export of beer to troops overseas. 

* Technically, a ‘ standard barrel’ consists of 36 gallons of beer of an original 
gravity of 1055 degrees. If gravity is reduced, a larger number of bulk barrels will 
be brewed from the same amount of materials, and a given standard barrelage will 
correspond to a larger bulk barrelage. 

’ BULLETIN Vol. 4, No. 9, page 191. 

“Mr. Mabane, Hansard, July 21st, 1942, col. 1420. 
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available for the first year of the war ; it is, however, possible to obtain 
an approximate picture of the quantities involved at present from other 
official statements. According to Lord Woolton, 795,000 tons of 
cereals and sugar were used in the making of beer in 1939 ;! the present 
allocation of 70,000 tons of sugar to breweries was stated to represent 
about 60% of pre-war consumption, which, consequently, amounted to 
about 100,000 tons. From this it follows that about 700,000 tons of 
cereals were used in 1939, predominantly barley. Two cuts in the 
gravity of beer (10% in January 1941 and a further 5% in January 
1942) did not reduce the consumption of barley by breweries since bulk 
barrelage was proportionately (or rather more) increased.2 On the 
contrary it is possible that more barley is being used now than before 
the war, in order to offset reduced supplies of sugar. 

Average gravity has been reduced from ro4r deg. in 1939 to about 
1035 deg. at present®, but it is still higher than in r918—19 when it fell 
to 1030 deg. A further 15% reduction in gravity from 1035 to about 
1030 deg., leaving the volume of beer output unchanged at the present 
level, would result in a saving of about 100,000 tons of barley, while 
average gravity would not be lower than in r918—1g. If, at the same 
time, the brewing of stronger beers were stopped altogether, the strength 
of ordinary draught beers would not be affected to the full extent of the 
cut. Alternatively, instead of a further dilution, the present volume of 
beer output could be reduced, although such a measure would probably 
have to be combined with the introduction of group-rationing for beer, 
tobacco, and some other goods. 

3. A reduction in gravity and thus of unit cost of production would 
have to be compensated by an increase in beer duty, if prices and profits 
were to remain unchanged. Actually, the Chancellor of the Exchequer 
has already indicated that a similar adjustment will have to be made in 
the next Budget to offset the reduction in costs brought about by the 
fixing of maximum prices for the 1943 barley crop. Previous reductions 
in the gravity of beer were, however, not followed by price or duty 
adjustments, and brewers were left with an ample margin to meet in- 
creases in other costs without raising the price of beer (apart from 
increases in beer duty). 

4. In the past two years agricultural price-policy, instead of favouring 
wheat in preference to barley, tended to work in the opposite direction, 
and it was only recently that a maximum price has been introduced for 
barley. According to the Brewers’ Journal of October 1941 “it is 
fortunate that brewers did not demand a maximum price limit for malt 
and barley, as was done in the case of wheat and other corn ; this policy 
was undoubtedly foresighted, as, in spite of the impetus which it gave in 
planting barley in preference to other crops, it had the effect of con- 
siderably increasing the barley acreage.’ Once the decision to maintain 


1 Official Report, House of Lords, June 10th, 1941, col. 359. 

2 Viz. ‘ Times’ December 31st, 1941, and Major Lloyd George, Hansard, August 
6th, 1941, col. 1947. ; 

3 Brewers’ Journal, April 1942. According to the same source : From the food 

int of view, therefore, if the position demands it, gravities can still be reduced, 
although with an average gravity of a little below 1030 deg. the weaker beers would be 
poor stuff.’ 

4 Hansard, June 18th, 1942, Col. 1698. — 

5 The words ‘ in spite of’ are in the original. 
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standard barrelage was taken, an increase in the barley acreage was 
unavoidable because the loss of imported malting barley had to be made 
good when stocks became exhausted. 

The 1942 acreage under hops was fixed at a maximum of 20,000 acres, 
a slight increase over the 1939 acreage of 18,800 acres." 

5. The call-up has depleted the labour force of the brewing industry, 
and owing to the heavy nature of some of the work there are difficulties 
in replacing losses by the employment of women and older men. At the 
date of the last Census of Production, in October 1935, 58,000 operatives 
and administrative staff were employed in the brewing and malting 
trades. Because of the lower net output per person employed in smaller 
establishments (less than 50 employees), 18% of the total labour force 
in the industry, working in such firms, produced less than 13% of the total 
net output. Although these figures are, of course, out of date, they would 
still indicate that any cut in standard barrelage, combined with 
concentration of production, would result in more than proportionate 
economies in man-power. If gravity only were reduced while the 
volume of output in buik-barrels remained unchanged, such a measure 
would still help to alleviate the present man-power shortage in the 
industry, besides saving raw-materials. 

The present Minister of Production once said: ‘ whenever a ship 
makes an unnecessary journey, whenever something we could do without 
such as silk stockings, beer or private motorcars is delivered to the 
public, victory is postponed.’ There are now no private motorcars for 
sale to the general public, and silk stockings have gone, too. Few will 
probably argue that we could do without beer altogether. Yet the 
decision not to restrict output provided that standard barrelage keeps 
within the pre-war limits, a decision taken at the beginning of the war, 
should be reviewed in the light of changed circumstances. 

J. GOLDMANN. 


THE FALL IN ‘ SMALL’ SAVINGS 


I. In the summer and autumn of this year ‘ small’ savings showed, 
for the first time since the beginning of the war, a definite tendency 
to decline. The fact was widely commented on in the financial press 
and it is interesting to enquire in some detail into the character and 
causes of this phenomenon. 

In the table below the various types of ‘ small’ savings (3% Defence 
Bonds, National Saving Certificates, and Savings Bank Deposits) are 
shown separately in half-yearly intervals. 


RATE OF SMALL SAVINGS. 


£ million 
3% Defence National Saving Savings Bank 
: Bonds Certificates! Deposits? 
1940 April—Sept. 94 88 71 
1940/41 Oct.—March 96 97 102 
1941 April—Sept. 90 109 111 
1941/42 Oct.—March 92 136 117 
1942 April—Sept. 55 99 115 


* Inclusive of the accrued interest. 
? Inclusive of the accrued interest not credited to depositor’s account. 


1Mr. Hudson, Hansard, April 16th, 1942, col. 365. 
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As we see, the various types of savings were very differently affected 
by the recent fall. It was very strong in the net sales of 3% Defence 
Bonds and the level of this type of savings is much below the corres- 
ponding figure for last year. The fall of investments in National Saving 
Certificates was also considerable but still much smaller than in Defence 
Bonds and the level reached was not much below that of the correspond- 
ing period of last year. Finally the increase in Savings Bank Deposits 
remained nearly stable, and was higher than the level in the same period 
of 1941. To understand this divergency we must first say something 
about the general character of small savings. 

2. It has been repeatedly stated in this BULLETIN? that so-called small 
savings are by no means really the current savings of “small men’. 
This may easily be confirmed by comparing the total amount of small 
savings in 1941 with a crude estimate of these savings of workers and 
small salary earners in that year. It follows from the White Paper 
(Cmd. 6347) that the total wage and small salary bill in I94I was some- 
thing like £3,500 million. Further, according to the provisional estimate 
of Mr. Madge, the percentage of income saved by the working class in 
the shape of ‘small’ savings may be estimated at less than 5%. 
This would mean that these savings of wage and small salary earners in 
1941 amounted to less than £200 million. However, total ‘ small’ 
savings in 1941 were £601 million, so that the savings of wage and small 
salary earners contributed only about 30% to the total of small savings, 
if the above estimate is correct. 

It should be noted from what information is available that 3% Defence 
Bonds are in general not bought by working class savers, but the above 
estimate of their share in ‘ small’ savings is much lower even than the 
savings in National Certificates and Savings Bank Deposits only, which 
amounted in 1941 to £427 million. 

It is thus clear that a major part of ‘ small’ savings is to be accounted 
for either by transfers from other investments or by the current savings 
of large savers. This is not only due to the savings campaign, which 
makes people think that it is particularly patriotic to invest as much as 
possible in small savings at the expense of other types of investment, but 
to the very advantageous terms which small savings offer to an investor. 
All three types of small savings have terms of withdrawal not very 
different from bank deposits, on which the rate of interest is negligible, 
while the rate offered on small savings assets is about the same or much 
higher (for National Saving Certificates) than on medium- and long- 
term Government securities. One may wonder whether, because of the 
limits of this type of investment, it is worth while for a large or medium 
investor to take this advantage into account. It is, however, easy to see 
that the total amount which could have been invested by a family in 
small savings, over the three years of the war, is not at all so small. A 
person can invest in 3% Defence Bonds up to the limit of £1,000 in Nat-. 
ional Certificates up to thelimit of £37 5,and in Savings Bank Deposits £500 
each year.? That means that over three years the total amount which 
could have been invested was £2,875, and for a family of fourit would be 
£11,500. This amount may be quite considerable, even for a rather 


1 Vol. 3, No. 5 (1941) and Vol. 4, No. 8 (1942) f : 
2 Actually ifa nis Ae has accounts both in the Post Office Savings Bank and in the 


Trustee Saving Banks he may increase his saving deposits at a rate of £1,000 p.a. 
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wealthy person, especially with regard to the investment of his new 
savings during the three years of war. ; ; 

3. Referring back to the table, we see that savings in 3% Defence 
Bonds maintained a steady level up to the Summer of 1942. As De- 
fence Bonds are probably bought mainly by large and medium investors 
it may be asked why all the transfers were not made, say, in the first year 
and, after the limit had been reached, why they did not stop. The 
answer is that the advantages offered by Defence Bonds might have been 
insufficient for many péople to induce them to sell their other invest- 
ments. However, when they considered how to invest new savings or 
the proceeds out of the compulsory sales of foreign securities called up by 
the Government and the redemption of home securities, it was quite 
natural for them to invest up to the limit in the securities which offered 
the greatest comparative advantage. But, of course, with the lapse of 
time, mpre and more people reached the limit and finally a decline in 
this type of investment was bound to occur. 

The position with regard to National Saving Certificates was different 
in so far as a considerable proportion of these is accounted for by really 
small savers who have no chance to reach the limit for quite a considerable 
time. Their savings increased owing to the rise in the wage bill and the 
difficulty of spending the increased earnings on account of rationing, 
shortages of goods and soon. This was sufficient to create a permanent 
rise in National Saving Certificates in spite of the fact that here also the 
limiting factor for large and medium investors!émade itself felt. The 
effect of this latter factor on the recent fall of investment in National 
Saving Certificates may be partly due to the high pressure of the savings 
campaign during the London Warship Week in March 1942, which was 
responsible for the high figure in the October—March period of 1941/42. 
This pressure might have induced many transfers to National Saving 
Certificates and in this way accelerated the process of reaching the limit. 
However, the fall in National Saving Certificates was less drastic than 
in Defence Bonds owing to the important part played by small savers. 

The position of Savings Bank Deposits, is of course, quite different 
from that of 3% Defence Bonds and National Saving Certificates, 
because what is here subject to the limit is not the total amount but the 
yearly increase in deposits. This explains why the Savings Bank 
Deposits were not affected by the recent fall in ‘small’ savings. The 
increase in this type of savings in the earlier period was to a great extent 
due, as in the case of National Saving Certificates, to a strong rise in 
the current savings of the working class. 

4. In discussions about the fall in small savings it has often been 
suggested as a remedy that the limit for National Saving Certificates. 
should be raised in order to enable the‘ small ’ saver to carry out his task. 

_If, however, the ‘ small’ saver is really small it is highly unlikely that 
his war-time savings could reach the limit of National Saving Certificates. 
even if we do not take into account the fact that for a family the limit is 
proportionately higher. For imagine a worker who, starting to save on 
a large scale only in war-time,—and this is the case with most of the 
workers—has saved up till now £375. That would mean that he must 

1 As stated recently by the Chancellor of the Exchequer 60% of the persons who 


acquired National Saving Certificates during the war, and who by now have reached 
the limit, bought the maximum amount at one time. 
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save {125 a year, and because it is highly unlikely that he can save 
more than 20% of income this would mean that he must have earned 
over {600 (tax free) a year, which does not seem to be a very plaus- 
ible figure. And indeed, as stated recently by the Chancellor of the Ex- 
chequer, 95% of the owners of National Saving Certificates have not 
reached the limit. 

The effect of raising of the limit for the National Saving Certificates 
would be in fact: (1) to secure on paper a high level of savings which 
would result from the advantageous terms of National Saving Cer- 
tificates ; and (2) to provide for investors an additional profitable 
opportunity at the expense of the Treasury. Fortunately the Govern- 
ment did not fully assent to this demand. The new issue of Saving 
Certificates, announced recently, yield less than a half as compared with 
the old issue. It is a little more advantageous than Savings Bank 
Deposits after deduction of standard income tax, but a little less profitable 
than 3% Defence Bonds after the same deduction. The limit for the 
new issue is £1874. However, even this limited concession is superfluous. 
If the public is anxious about the fall of ‘ small’ savings, the remedy is 
not to force them up at the expense of other investments and at an 
additional cost to the Treasury, but to explain that the figures of ‘ small’ 
savings are misleading and may show a fall, although the total amount 
of personal savings (and in particular that of genuine small savings) is 
on the rise. 

M. KALeEckI. 
DIARY 
SUB-CONTRACTING AND THE RE-ALLOCATION OF LABOUR. 

Recently the Minister of Production announced his intention to take 
definite steps to overcome certain shortcomings in production. His 
statement implies an official recognition of the fact that the existing 
system of subcontracting has led to very undesirable results. The 
position in this respect, it is true, is rather dissimilar to that of more 
than a year ago. In the earlier stages, scarcity of equipment was more 
urgent than scarcity of labour and the complaint was rightly made that 
not enough use had been made of small firms’ equipment. At present 
labour is relatively more scarce than equipment and the complaint is 
that too much labour is used with inefficient equipment, whereas the 
modern equipment is not fully used. Now as then the lack of control 
over subcontracting makes it difficult to adjust the position. Many 
firms, according to Mr. Lyttleton, secured subcontracts from other firms 
which they could not execute efficiently with their available equipment, 
whereas elsewhere modern equipment was not fully used for lack of 
labour (the extension of the shift system demanded by the Select 
Committee on National Expenditure comes up against this difficulty of 
labour supply). This is illustrated by the excessive cost of inadequately 
equipped firms (from 28% to 1600% above the costed price, in the case 
of 44 articles mostly produced by subcontractors). 

The first step which the Minister of Production proposes to take is to 
prohibit to ‘ overloaded’ firms (presumably this includes firms with 
inadequate equipment) to accept further orders (this will be done by the 

9 ini o% bought the maximum amount in one lump. (The 
ae Peay, Sree eek ccicy footnote applies only to persons who bought 
their certificates during the war). 
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Ministry of Production itself, on the advice of the Regional Boards). 
Supplementing this there is the requirement of a licence for all manu- 
facturing establishments which are newly set up, or which alter their 
line of production. If this, and an ‘improvement of management ’ 
prove insufficient, the Minister will resort to “ groupings and affiliations ; 
of firms.’ 

It may be seen that, in the firs: stage at any rate, the approach to the 
problem of reallocation of contracts is rather indirect. The Production 
Ministry prohibits firms to accept contracts instead of asking the supply 
departments to re-allocate their contracts, and to have their main 
contractors’ subcontracts re-allocated too. This indirect approach may 
be inevitable, but it will not be surprising if sooner or later it leads to 
friction ; the more so since the Ministry of Production will work through 
the Regional Boards, which are largely composed of officials directly 
responsible to the supply departments. The firms may find themselves 
between two authorities, one (indirectly) giving them orders, the other 
prohibiting them to accept them. 

It would be preferable if the whole question of allocation could be 
decided by one authority only. In any case, however, a solution of the 
problem will imply the abolition of subcontracting by private firms, and 
the control of small sub-contractors by the allocating authority. This 
would be achieved by the groupings (presumably on a regional basis) 
mentioned by Mr. Lyttleton, which would make more direct control of 
smaller firms possible, and would also improve management and relieve 
the scarcity of managers. The clearing centres, dependent as they were 
on private initiative of firms, could not solve this problem. 


‘QUOTAS ’ FOR THE RETAIL TRADE 

It is a curious paradox that the one problem this ‘nation of shopkeepers’ 
seems quite unable to solve is that of shopkeeping. The situation was 
already serious when in May 1941 the President of the Board of Trade ap- 
pointed the Retail Trade Committee (which contained mostly representa- 
tives of the trade) to examine the position in-the non-food trade and submit 
proposals. Nearly a year and a half later, during which time the supply 
position has become worse, especially as the cushion of the stocks has 
been much reduced, the President of the Board of Trade on October 
13th announced that he had rejected all the main proposals of his Com- 
mittee and would proceed on other lines. For certain classes of goods 
each small} retailer will receive a percentage of his goods in a standard 
year, to be fixed by the Board of Trade in the light of available supplies. 
Arrangements will be made to take account of population movements. 
The scheme will begin with clothing, pottery and hollow-ware and small 
joint committees of retailers, wholesalers and manufacturers, with in- 
dependent chairmen will be appointed to arrange this scheme on a 
voluntary basis (the President expressed a desire to avoid imposing a 
scheme by Order). The President went on to say that further steps 
would be needed, especially with regard to the bulking of small orders 
from retailers to wholesalers in order to economise transport. ‘ Such 
arrangements present difficulties, but my intention is to facilitate them 
in every way possible.’ Traders are to be encouraged to make use of 
the Liabilities (War-time Adjustment) Act, already criticised by the 

1 Our italics, 
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Retail Trade Committee as inadequate. As for traders who are com- 
pelled to shut up shops Mr. Dalton said: ‘... . I have not forgotten 
those who have already withdrawn, or who may be forced to withdraw 
in future. The first step to safeguard their interests is the establish- 
ment of a register, and this I propose to do forthwith.’ 

In the past we have become accustomed to have Schemes of Con- 
centration without Compensation or (e.g. the Timber Control) Com- 
pensation without Concentration. It is therefore perhaps a little un- 
gracious to criticise the new variant: no Concentration and no Com- 
pensation. The Minister of Labour, however, has not waited for the 
results of the deliberations of the Retail Trade Committee before calling 
up labour from the trade, and it is clear from Mr. Dalton’s statement 
that the comb-out will be intensified. But the ‘ quota’ scheme might 
have been specially designed to make the comb-out as difficult as possible. 
Each trader will now have a sort of moral guarantee that he is entitled 
to continue in business.1 Furthermore, unless the percentage of supplies 
allotted to the small retailers is so high as to reduce the activity of the 
large shops, the pressure on prices, due to high overheads per unit of 
sales, would be enormous. [If all prices are effectively controlled, and 
no subsidy is given either directly, or indirectly through the lavish 
administration of the Liabilities (War-time Adjustment) Act, the result 
of the quota scheme would be simply to prolong the agony of haphazard 
contraction. 

Positive measures for the retail trade have, no doubt, partly been 
prevented because of the lack of statistical information about it, and 
it is to be hoped that the Government will use the occasion of making 
its register to obtain a minimum of such information as will enable a 
policy to be formulated at a later stage. 


COLLECTIVE BARGAINING AND THE WAGE-STOP 

The demand for freezing wages, intensified since Canada adopted 
this policy and the U.S.A. showed tendencies to follow the same course, 
was rejected by Mr. Bevin on behalf of the Government. pb 

The main arguments for a wage stop put forward were: (1) rising 
wages will lead to inflation ; (2) prices are controlled, hence wages must 
be controlled too ; (3) wage rates are anomalous compared either with 
other incomes and/or between different occupations. 

No direct connection exists between the level of wages and price 
inflation in an economy where a system of rationing is extended wherever 
and whenever scarcities of consumers’ goods are noticeable. Moreover 
it is often overlooked that even if wage rates had been pegged at their 
pre-war level, the rise in the wage bill in conjunction with the fall in 
supplies of consumers’ goods would have tended to produce an inflation- 
ary situation and would have necessitated rationing. 

The second argument is equally deceptive. Prices are partly con- 
trolled but they have been adjusted frequently and some uncontrolled 


1Si i written, three members of the Retail Trade Committee have 
Se a canter pabticly to protest against ‘ the failure of the Government to face 
up to the precarious condition of the retail (non-food) trades.’ They point out that 
the Government has encouraged traders to believe that they have been given a greater 
chance of survival by a new and perhaps more equitable distribution of goods, and 
they consider that traders should be told that this cannot be so. 
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prices have risen considerably. On the other hand control of the labour 
market through the Essential Work Order, labour transfers etc., has 
been equally developed. A price stop for all commodities introduced 
now would probably be as inopportune as a wage stop and would hinder 
desirable adjustments upwards or downwards. 

The third argument is complex. The comparison of workers’ and 
soldiers’ pay was described by Mr. Bevin as ‘ about the lowest form of 
agitation in war-time’: the small rise in the relative share of wages in 
the national income was not due to changes in wage rates, as Mr. 
Kalecki has shown in this BULLETIN, the wage structure, i.e. wage rates 
and earnings in different industries, for different grades of skill and 
between sexes, has changed, but this so-called anomaly may have helped 
rather than. hindered the war effort. This at least was one of Mr. Bevin’s 
points. He insisted (1) that ‘changes and opportunity for changes 
must go on,’ and that an efficient wage structure was the best way to 
promote efficiency in industry ; (2) that on this ground ‘ adjustments 
involving changing wage practice which have nothing to do with the cost 
of living have been necessary ’ (this refers presumably to the extension 
of the piece-rate system, to the dockers’ charter, the guaranteed week 
and similar innovations) ; (3) that collective bargaining was the only 
practicable method of making wage adjustments, the bargaining machin- 
ery acting ‘as trustee on behalf of the State so far as it was capable of 
doing so.’ 

These statements may be acceptable as general principles but they 
are hardly sufficient as a practical guide to workers and employers in 
their daily bargaining. What constitutes an efficient wage structure 
and ‘ what changes must go on’ to promote this efficiency would seem 
to be beyond the task and horizon of individual trade unions and 
employers’ associations. Nor can it be assumed that relative bargaining 
strength will result in the most desirable adjustments. If, for instance, 
the levelling up of low paid workers, say of women and unskilled men, is 
more conducive to efficiency than equal percentage, increases for all 
groups of workers, unions should act in this direction, which does not 
necessarily coincide with their relative bargaining strengths; if steeply 
rising efficiency bonuses are superior to flat increases of basic wages this 
also may be made acceptable to workers and employers if put to them. 

These hypothetical, but by no means unrealistic cases illustrate the 
need for guiding and co-ordinating directives to fill out the vacuum of 
Mr. Bevin’s general principles, and the need for adjusting trade union 
machinery and ends to the specific and novel conditions of over- 
employment. Until the strongest unions or the trade union organisa- 
tion act as trustee of the workers as a whole, and especially of their 
weakest members, and hence in the interest of the broad masses of con- 
sumers instead of in their own sectional interests only, the bargaining 


method may not give the best results in Mr. Bevin’s sense of promoting 
efficiency. 


} BULLETIN, Vol. 4, No.7. This rise is fully accounted for by the shi 
from ‘ non-wage ’ industries to the armanient sector Ee nee 


